7.08.00.00 - ITEMSPERTAINING TO THE REALTY

7.08.01.00 General

Trade fixtures, equipment, machinery and other items installed for use on a property will only be appraised if
they are “improvements pertaining to the realty” as defined in Section 1263.205 CCP. These improvements
include items that “...cannot be removed without a substantial economic loss or without substantial damage to the
property on which it isinstalled, regardless of the method of installation.” The appraiser must compare the value
in place against the value if removed and sold.

This decision is a matter of economics. It must be fully documented so the decision can be supported without
question. This requires a comparison of the items’ depreciated value in place and its salvage value to establish
that it cannot be removed “without substantial economic loss.” The nature and extent of the damage must be
explained.

Whenever a separate valuation of machinery and equipment or other specialty items is required by the Appraisal
Branch, it shall be prepared by a qualified individual, either staff or independent. Separate specialty reports shall
be prepared in accordance with 23 CFR 720.202(c) and will contain cost sources for each item as shown in
Section 7.05.04.00, “ Cost Approach.”

Independent specialty reports shall be reviewed by a speciaist in those Regions/Districts staffed with building
cost estimators before distribution to the real estate appraisers. In those Regions/Districts without cost estimators,
a Senior assigned to the Appraisal Branch shall review independent specialty appraisals. The speciaty reports
shall be reviewed to the same degree as is now done on regular realty appraisals before being utilized in
establishing the market value of the total property required.

When a separate valuation of trade fixtures, equipment, machinery, and/or other items pertaining to the realty is
required, the value of such items shall not be arbitrarily added to the valuation of other realty. It shall be
considered to the extent of their contributory value in establishing the value of the whole property. If the specialty
appraisal is used to establish the value of the whole, a narrative discussion of the adjustments or lack of
adjustments from the values in the specialty report will be included in the appraisal. The appraiser may consider
the speciaist’s factual data, information, and opinions, but the final conclusions of value remain the appraiser’s
responsibility.

7.08.02.00 Appraisal Page For mat

Trade fixtures, equipment, machinery, and other items determined to pertain to the realty will be listed on a
separate page in the parcel appraisal with the following information:

* Itemidentification, including make, model and serial number.

* Age (approximate age is sufficient where actual age is not known or is not appropriate due to extensive
remodeling).

»  Estimated new and remaining service life.

*  General condition.

*  Replacement cost new in place with cost sources.

»  Depreciated value in place.

» Salvagevauein place.

» Relocation expense estimate.

*  Cost sources of each item and basis of relocation estimate.

»  Photographs of mgjor items.

»  Comment on which items may be easily moved or utilized in circumstances other than the existing use.
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Lessee-owned items will be separately shown. The items value, relocation estimates, and salvage value totals
will be appropriately proportioned between lessee and lessor.

The contributory value in place of trade fixtures, equipment, machinery, and items pertaining to the realty will be
carried forward to the Appraisal Page (Form RW 7-9) and entered under the appropriate subheading under
“Improvements.” In partial acquisitions and aternate appraisals where grantor requests relocation in lieu of
purchase and on minor improvements, the relocation estimate amount may be used in lieu of the contributory
valuein place.

7.08.03.00 Replacement Cost

Replacement cost new of equivalent machinery should be shown at catalog price plus freight tax, cartage, and
installation costs to yield cost new in place. Freight, tax, cartage, and installation costs should consider
installation of the entire operation at one time and not as separately installed items. However, costs should be
distributed to individual items when practical. Care should be exercised that specialized plumbing, electrical and
structural work is not included in both the building appraisal and the installation charges.

7.08.04.00 Depreciated Value

Depreciated value in place is to reflect depreciation due to all causes as related to each item and to the total
operation. This should include both physical deterioration, functional obsolescence, and any economic
obsolescence. A dollar or percentage breakdown of each type is not necessarily required. The appraiser should
state whether the item contains functional obsolescence and provide a reasonable explanation of the depreciation
basis.

While depreciation may be attributed to the entire operation, distribution of an estimate of depreciation to each
item is desirable, when practical.

7.08.05.00 Salvage Value

Salvage value is the price the State would obtain for the equipment in place at auction with the buyer removing
the equipment in arelatively short time.

7.08.06.00 Items Not Pertaining to Realty Under Section 1263.205

Appraisals of furnished or partly furnished rental homes, duplexes, motels, hotels, or apartment houses need to
include an inventory of the items not pertaining to the realty under Section 1263.205 CCP. It should show the
total estimated in-place market value. The State may have to purchase these items to prevent eviction of tenants
who will be unable to continue their occupancy of the premises if such items are retained and removed by the
owner. Items which would not cause the tenants to move from the premises if not purchased by the State are not
to be included. The total value of such items not pertaining to the realty is not to be carried forward to the
Appraisal Page nor included in the “Market Value of Required Property.” This isin contrast to items which do
pertain to the realty which shall be carried forward and included in the market value.

Purchase of furniture from vacated homes or homes which are not the permanent residence of the occupants
would only be done when the property is purchased long enough in advance of right of way clearance that the
State can amortize the cost of the furniture from increased rentals during the time the property will be available
for rent.
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